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This paper highlights the paramount importance of using taxes as an instrument of obtaining the correct price on the spot,
but also of imposing the positive effects of development, desired and backed by political will and scientific basis. An
adequate development of the environmental taxes cannot be done without a vast collaboration between specialized organs in 
finance, vast scientific research in the field, with the positive approach of the political parties, national governments and 
unions that are integrated on a global scale. The European Union Fiscality is of 40%, with big differences between the 
member states, we can observe a trend for the implementation and development of environmental taxes in the majority of 
the member states, following the experience of the more developed states that have a more sophisticated fiscal system.
Interest generated from environmental taxes is their intentions for implementing the European Union. Romania has to
ensure compatibility with the union and financial systems at the same time to have a border harmonization of taxes. It is
important to prevent economic destabilization of the border regions and prevent aberrant economic processes.
© 2011 Published by Elsevier Ltd. Selection and peer-review under responsibility of the Emerging Markets
Queries in Finance and Business local organization.
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1. Introducing
Fragility of the environment and impact of human activities on it are stronger today than ever. As a positive
side of all these, the modular tax will bring enough income to the European Union, will be visible to the
citizens of the EU and will be horizontally equal. It is based on a tax which has already been applied in the
European countries and in the financial system of the union, without bearing any side effects on the efficiency 
and equity of the economy. An equalizing mechanism should be developed between the country members so as
to make up for the variations in the incomes collected from each and every country. A balance between the
country members regarding their untaxed goods and services has to be established.
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2. The environmental taxes in the European Union 
The incomes of the companies in the European Union may bring significant benefits as far as the intern 
-border actions by making sure that 
investments are safely made. Serious difficulties may arise in the way the tax will be defined as it will take an 
unanimous approval and an interstate harmony in order for it to be applied. 
 The energy tax is a tax concerning the fuels used in transportation; it can allow an efficient resources 
 into practice, 
but it has some weak points regarding its vertical equity.  
 Tobacco and Alcohol excises consist of a tax which has already been thoroughly applied in the EU and can 
be quite easily changed by imposing the minimum standards of taxation for these goods; however, when it 
comes to the unequal distribution of the taxation basis between the country members, these excises are not 
so perfect anymore;  it will take the development of an equalizing mechanism in order for it to be rightly put 
into practice; it also causes troubles as far as the redistribution of incomes is concerned. 
 The Income Tax Aspects of Property Transfers is not hard to be achieved as it brings along practical 
advantages and reduced administrative costs; it bears no visibility and it can affect the responsibility of the 
European Union budget, despite the fact that this may sometimes end up being a political advantage, and the 
incomes may cover only a small part of the EU expenses; the main problems regarding the income tax 
aspects of the property transfers are connected to its practical uses as the central banks could register 
significant losses after the introduction of the tax, thus causing long-terms problems.  
 The Communications Tax could bring some advantages if it contained some important elements, being both 
visible and fair, but, on the other hand, it may bring up practical difficulties  it will be hard to introduce it 
as a new tax because of its limits.  
 The Personal Income Tax is a taxed based on the personal income, which may bring a rise in the 
responsibility of the European Union, giving it free hand to important budget resources in a fair way; 
however, political debates should take place in order for people to accept the taxation basis, the tax value, 
the implementing of the tax itself and many other aspects; furthermore, having been applied, it will trigger a 
sensible way of financing the EU; the main disadvantages are represented by the huge implementing and 
administrative costs and by it being mistaken for the national personal income tax.  
 The Financial Transaction Tax is quite easy to be applied, maintaining its equity as well; however, it will 
disturb the localization of the capital and the financial investments in the European Unions; the tax should 
be designed so as to avoid this small problem, but then it will not produce enough income and, more than 
this, the incomes will be affected by its instability and uncertainty. Finally, imposing a tax on the capital is a 
quite touchy political subject. 
 The Climate Change 
this tax will not bring enough incomes to the European Union budget. The tax will have to be complemented 
by other resources and will need a certain financial autonomy. However, there will be obstacles as far as 
imposing this tax on people is concerned as it will affect the competition between the European airline 
companies.  
Everything being taken into account, this multi-criteria analysis points out that there is not such thing as a 
perfect tax as all the potential taxes have both pros and cons, which does not necessarily lead to giving up 
applying and using them, but encourages us to choose more carefully among them, while paying attention to all 
the criteria mentioned before.  The environment is affected by existing production and consumption patterns. 
To counter potential environmental problems in the coming years, some commentators argue that behavioral 
changes will be needed  some of which may involve substantial economic costs. Environmental policy in the 
EU is designed to assist the Member States to attain environmental and sustainable development goals. 
Policymakers use incentive-based tools for targeted outcomes with the intention that these will encourage low-
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cost environmental solutions, which correct for externalities and/or raise revenues for specific purposes. 
Environmental taxes increase the relative cost and the prices of activities and products harmful for the 
environment. Consequently, environmental taxes provide incentives to reduce the pressures on the 
environment. In this way, environmental taxes can help in implementing the 'polluter-pays' principle. With 
resource security, efficiency and related ironmental 
tax reform (ETR), which combines an increased application of environmental taxes with the reduction of other 
taxes, e.g. on labour, income, or investments, has gained increasing support. ETR could stimulate sustainable 
production and consumption patterns and could help reach social and environmental goals. The EU-27 raised 
around 293 billion EUR from environmental taxes, corresponding to 6.45% of total revenues from taxes and 
social contributions (TSC) and 2.48% of GDP in 2010. Since 2003 environmental tax revenue as a share of 
GDP had fallen, reaching a historical minimum of 2.38% in 2008. EU-27 environmental tax revenue as a share 
of GDP rebounded from this minimum in 2010. A discussion concerning the budget should not only point out 
the advantages brought by certain taxes, but also analyze the new financial system, which should result after 
the implementation of one of the new taxes, compare it to the present one, which mainly consists of transfers 
between the country members (Table 1). 
 
Table 1. Total environmental taxes (Millions of euro ) 
 
2001  2002  2003  2004  2005  2006  2007  2008  2009 2010  
E.U. (27) 252,4 260,9 267,6 276,9 282,1 290,5 297,9 291,2 81,4 292,4 
E.U.(17)  181,5 186,8 195,6 200,1 202,9 208,2 209,1 207,7 205,6 209,1 
Belgium  5,8 5,9 6,2 6,8 7,1 6,8 6,9 6,7 6,8 7,3 
Bulgaria  394.72 398.56 541.87 647.29 696.51 768.91 1,1 1,2 1,1 1,1 
Czech   1,7 1,9 2,1 2,3 2,6 2,9 3,1 3,6 3,4 3,5 
Denmark  8,4 8,9 8,8 9,5 10,1 10,4 10,5 9,9 8,8 9,4 
Germany   53,27 54,0 57,3 56,1 55,1 55,7 54,2 54,5 4,1 54,6 
Estonia  147 154.4 164.2 203.5 254.7 293.4 353.2 379.3 12.5 426 
Ireland  2,7 3,0 3,2 3,7 4,1 4,4 4,6 4,5 3,7 3,6 
Greece  3,7 3,6 3,7 3,9 4,1 4,1 4,6 4,5 4,5 5,4 
Spain  14,2 15,1 16,1 16,8 17,6 18,3 19,1 17,8 6,9 17,3 
France  30,9 33,5 32,9 35,1 34,9 35,8 35,8 36,1 5,9 35,9 
Italy  37,8 37,4 40,1 39,2 40,1 41,2 41,3 39,4 0,6 40,4 
Cyprus  320.34 327.89 441.79 506.97 481.34 483.34 535.2 542.3 90.1 506 
Latvia  201.55 227.97 249 291 346.45 385.25 437.2 449.44 31.9 432.8 
Lithuania  341.05 415.53 454.16 491.98 481.52 433.42 507.5 533.52 42.78 512.2 
Luxem- 
bourg  
636.9 664.7 719.22 838.89 892.65 891.93 953 987 931 958 
Hungary  1,6 1,9 2,1 2,3 2,4 2,5 2,7 2,8 2,4 2,5 
Malta  158.22 154.73 151.18 138.21 158.21 171.98 205.3 200.5 94.89 188.9 
Nether- 
lands  
16,9 16,9 17,7 18,9 20,2 21,7 21,7 23,1 2,8 3,5 
Austria  5,5 5,8 6,1 6,3 6,4 6,4 6,6 6,7 6,6 6,7 
Poland  4,3 5,0 4,7 5,2 6,4 7,4 8,3 9,4 7,9 9,1 
Portugal  3,8 4,2 4,3 4,4 4,5 4,6 4,7 4,4 4,2 4,3 
Romania  1,06 1,0 1,2 1,4 1,6 1,9 2,5 2,4 2,2 2,5 
Slovenia  738.05 799.87 849.85 899.9 919.87 934.35 1,1 1,1 1,26 1,29 
Slovakia  460.46 567.01 719.15 849.81 919.48 1,1 1,1 1,3 1,22 1,23 
Finland  4,1 4,3 4,648 4,924 4,8 4,9 4,93 4,9 4,5 4,9 
Sweden  7,1 7,6 8,1 8,2 8,5 8,7 8,9 9,1 9,2 9,5 
United 
 Kingdom  
5,5 46,4 43,8 46,3 45,7 46,7 50,3 43,9 40,5 44,6 
Iceland  36.97 218.8 250.2 284.27 65.91 32.1 55.03 81.08 34.85 69.83 
Norway  5,7 6,3 6,1 6,2 6,9 7,5 7,9 7,5 6,9 8,2 
Source: EUROSTAT 
 
719 Piciu Gabriela Cornelia and Trică Carmen Lenuţa /  Procedia Economics and Finance  3 ( 2012 )  716 – 721 
When comparing 2010 revenue from environmental taxes as a share of GDP to the revenue in 2001, all 
western and southern European countries show a marked reduction (at least -15%). Central and eastern 
European countries show a smaller decrease and/or an increase in environmental taxes as a share of GDP, with 
the exception of Romania, Hungary and Lithuania. All northern European countries show a reduction of 
environmental tax revenue as a share of GDP in the same period. 
A vast majority of European countries showed levels of environmental tax revenue in a band ranging from 2 
to 3% of GDP in 2010. In only five countries did environmental tax revenue exceed 3% of GDP: Denmark, the 
Netherlands, Slovenia, Malta and Bulgaria.  
3. Environmental policy and state of the environment  
Economic instruments for pollution control and natural resource management are thus an increasingly 
important part of environmental policy in the EU Member States. The range of instruments that are available 
includes, among others, environmental taxes, fees and charges, tradable permits, deposit-refund systems and 
subsidies. Environmental taxes have been increasingly used to influence behaviour, since these taxes generate 
revenue that can potentially be used to promote further environmental protection. Indeed, the EU has 
increasingly favored these instruments because they provide a flexible and cost-effective means for reinforcing 
the polluter-pays principle and for reaching environmental policy objectives. The use of economic tools for the 
benefit of the environment has been promoted in the 6th Environment Actions Programmed (EAP), the renewed 
EU sustainable development strategy, and the Europe 2020 strategy. 
Historically EU environmental policy has mostly had the declared objective of integrating environmental 
policy with other sector policies. The relatively "autonomous" role assigned to environmental policy does not 
necessarily lead to a weak system, although it does mean that if the economy as a whole fails to support the 
objectives set forth by that policy, then environmental policy is doomed to failure. EU environmental policy 
has moved from direct 'command and control' regulations to the declared objective of subsidiary and, by now, it 
is employing the entire gamut of control mechanisms, the system of  'voluntary agreements' being one of its 
more recent additions. Early government policies, as almost all measures at the birth of the environmental 
protection, were reactions to specific crises. In other words, like the measures themselves, environmental policy 
at that time was 'reactive' in character. While 'end-of-pipe technologies' will most likely remain irreplaceable 
for some time to come in areas such as environmental rehabilitation, sewage or waste treatment, a 'reactive 
environmental policy' is always the result of a backward political system. In the Table 2 we collected the major 
characteristics of the two 'basic approaches' to environmental policy on the macro level. 
 
Table 2. Major characteristics to environmental policy on the macro level 
 
characteristics of... "reactive env. policy" "preventive env. policy" 
government  
control 
sector-specific,  ministry of the 
environment  
the env. ministry playing an 
integrative, co-ordinating role 
problem management differentiated by env. media and 
nature of pollution 
integrated, holistic 
control tools command and control: penalties, 
product charges,  user charges, 
subsidies 
environ-friendly tax system, 
voluntary agreements,  
EMAS, early warning and 




Pigou's theory of the 
internalisation of negative 
Coase, and theory of institutional 
economics 
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economics externalities 
typical activities of 
env. bureaucracy 
inspection, punishment, licensing, 
damage control 
planning, co-operative problem 
solving, professional expertise 
technical solutions 
for the protection of 
the environment 
"end-of-pipe" technologies cleaner production and 
consumption methods 




env. expenditures in % of GDP, % 
of pollution reduction 
welfare indicators (ISEW, HDI), 
biodiversity index, public 
awareness, changed life-style 
time-line of results temporary, superficial, appearing 
in the short run 




within a closed circle, 'greens' are 
the enemy 
broad-based, civic groups as 
partners 
environmental sector developed env. industry and 
counselling system 
educational programmes, 




The two extreme positions are never manifested in their pure form in practice, they always overlap at some 
point; the phenotype of the system is determined by the frequency of occurrence and the weight of constituting 
elements.  
The transition between the two stages of development is full of contradictions. On macro, as well as micro 
level, development is hindered by existing structural factors. On the micro level, managers are reluctant to risk 
replacing well functioning (e.g. profitable) technologies under given circumstances, an understandable position 
when seen from the point of systems-theory. On the macro level, at the same time, the environmental policies 
of developed nations are rather ineffective. Although environmental trends in efficiency point in a positive 
direction, there are no signs of real improvement in absolute terms. It is precisely the failure of the system that 
should spur change on the macro level, yet it is the present structure itself that resists any movement. And the 
failure of reactive environmental policy' is evident both in the legal and economic spheres. In practice, even 
rigorous theory resists application. In addition, a number of elements making up EU environmental policies 
cannot stand up to theoretical analysis. For instance, some of its basic assumptions, such as the principle of  
'polluter pays', can only be accepted on moral grounds, but often lacks economic rational. It is well known that 
on occasion protection against harmful effects by the 'victim' would be more economical, in which case the 
principle of 'polluter pays' harms the Pareto optimum.  
With the help of Pigou's theory it can be proved that environmental taxes can be returned to 'polluters' in the 
form of subsidies only under strict conditions and when accompanied by obligations. Otherwise it can lead to 
market disruptions. As it happens, often to curry favour with the public, a portion of environmental taxes are 
allocated for development carried out by polluters. In all developed countries governments reacted to 
environmental problems with encouraging the emergence of an independent environmental ministry. In 
institutional terms this has led to a contradiction. Environmental policy which, we are convinced, should be 
integrated into economic and other sector policies, is segregated and downgraded, eventually becoming one of 
several sectors of the economy. Turning environmental issues into an industry is a natural 'developmental 
deficiency', the result of a functional division of labour. Environmental policy should attempt, more than 
anything else, to slow economic expansion, to work out and support, with the help of pressure groups, 
economic activities that reach their target by reducing per-unit fuel consumption and raw material requirement, 
while keeping economic activity within the regenerating capacity of the natural environment.  
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4. Conclusions 
This paper highlights the paramount importance of using taxes as an instrument of obtaining the correct 
price on the spot, but also of imposing the positive effects of development, desired and backed by political will 
and scientific basis. These are not are not supported by sufficient expert working groups on taxes, aiming at a 
broad interdisciplinary collaboration. It is visible that the main source of budgetary income consists of taxes on 
income, profit and VAT. Meanwhile, green taxes have been applied in various forms, but they could never 
generate more than a few cents of national budgets. Interest generated from environmental taxes is their 
intentions for implementing the European Union. Romania has to ensure compatibility with the union and 
financial systems at the same time to have a border harmonization of taxes. It is important to prevent economic 
destabilization of the border regions and prevent aberrant economic processes. 
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